
PUTTING MASSACHUSETTS MONEY TO WORK FOR MASSACHUSETTS:
INTRODUCING THE MASSACHUSETTS PARTNERSHIP BANK

SUMMARY: 

Massachusetts can put deposits of state tax revenue to use in ways that tilt the economic playing !eld back toward Main Street 
businesses, our community banks, and long-term job growth. Like the successful Bank of North Dakota, a Massachusetts Part-
nership Bank—under study now by a state commission—will generate new revenue for Massachusetts, save local governments 
money, and make our small businesses, farms and consumers less vulnerable to cutbacks in lending in our state.

Large Out-of-State Banks are Failing Massachusetts Small Businesses

Having lost more than 143,000 jobs1 since the !nancial industry set o" the Great Recession in 2008, Massachusetts’s economy 
and its middle class depend more than ever on the health of our small businesses. Yet the engine of a thriving small business 
economy—a"ordable credit —has stalled in our state. Although the largest banks have returned to pro!tability after taxpayer 
bailouts, many of these same global banks have refused to restore lending to Massachusetts small businesses to pre-crisis levels.2

#ese large banks have been costing us jobs in Massachu-
setts.

A recent New England Public Policy Center analysis of 
credit needs in Massachusetts argues that the state’s small 
businesses can count on the biggest banks can to provide 
a"ordable credit, but a cursory look at the record of the 
state’s biggest bank—Bank of America, with 22 percent of 
all deposits3—shows that the opposite is true.4

In 2010 Bank of America made just six Small Business 
Association 7(a) loans—the $agship program for small 
business lending—in Massachusetts.5 #at was a 98% de-
cline from the bank’s 286 loans in 2007, a drop that has 
pushed Massachusetts small businesses either out of busi-
ness or onto higher-interest credit cards.6 #e average busi-
ness card interest rate is 16 percent, but quality SBA 7(a) 
loans average seven to nine percent. In 2009, 97 percent of 
the bank’s small business loans in Massachusetts were on 
credit cards.7 

Large banks’ lending cutbacks have had a disproportionate impact on the Massachusetts economy due to high bank consolida-
tion in the state. Here, four of our !ve largest banks—Bank of America, Citizens/RBS, Sovereign/Santander and TD Bank/
Toronto Dominion—are chartered out-of-state and control 45 percent of all Massachusetts deposits.9 
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FIGURE 1. BANK OF AMERICA SBA 7(A) LENDING IN
MASSACHUSETTS

0
2007 2008 2009 2010

50

100

150

200

250

NU
M

BE
R 

OF
 LO

AN
S

300

350

S O U R C E :



A SOLUTION FROM THE HEARTLAND: 
WHAT NORTH DAKOTA KNOWS

While Massachusetts and other states’ treasuries send 
billions of dollars out-of-state by banking with Wall 
Street banks each year, the 92-year-old Bank of North 
Dakota (BND) keeps taxpayer dollars in-state, cycling 
them back through community banks to help small 
businesses add local jobs.

#e Bank of North Dakota doesn’t compete with 
community banks; it supports them to create a 

‘crowding in’ e"ect. From 2007 to 2009—through the trough of the !nancial crisis—BND increased its lending 
to strengthen the state’s economy and save jobs. BND’s participation loans with local banks actually grew by 
35 percent.14

#at’s the essence of countercyclical economic policy.

In broad terms, BND has helped keep North Dakota’s Main Street banks serving local business borrowers in 
tough times. BND levels the playing !eld for community banks in markets that would otherwise be dominated 
by large out-of-state banks. #e Bank of North Dakota supports local banks with the participation loans, bank-
stock purchases, and interest rate buy-downs that enable small banks to make productive loans they would not 
otherwise have the capital or liquidity to make.

BND has done all that in partnership with the state’s economic development programs and at a pro!t, about half 
of which it pays annually into North Dakota’s General Fund. 

It’s a tremendous success as a business and as economic policy.

MAKING MASSACHUSETTS’S MONEY WORK FOR MASSACHUSETTS

Elected leaders serious about crafting policies that produce new jobs and new revenue know that a modern and 
$exible version of North Dakota’s Partnership Bank is one of very few good options. #ese leaders want to put 
public money to work leveraging what Massachusetts businesses and local governments need most: access to the 
a"ordable capital they need to grow.

A Partnership Bank for Massachusetts will partner with local banks to keep public money at home, where it will:

Create new jobs and spur broader economic growth. A recent study of a similar proposal in Washington 
State by the non-partisan Center for State Innovation predicted that a Partnership Bank there—which 
has a state economy of comparable size to Massachusetts’s—will help the state’s community banks expand 
lending by $2.6 billion and lead to 8,212 new small business jobs in the !rst three to !ve years. And do it at 
a pro!t.15

Strengthen local banks. Primarily because of BND’s unwavering support for local banks, North Dakota 
has six times more community banks per capita than Massachusetts. #ere have been zero bank failures in 
North Dakota in this crisis, and the Bank’s charter is clear that it must “be helpful to and to assist in the 
development of [North Dakota banks],” not compete with them.16

Serve vital Massachusetts public needs. A Massachusetts Partnership Bank can o"er the state and local 
governments a more a"ordable alternative to volatile Wall Street prices with lending and Letters of Credit 
for infrastructure projects.17 It can also provide bridges to our state when federal money—whether disaster 
relief or health care reimbursements—is slow in coming. Finally, a Massachusetts Partnership Bank could 

 
“Wall Street banks have cut back on small 
business lending… [by] more than double 
the cutback in overall lending. #e big banks 
pulled back on everyone, but they pulled back 
harder on small businesses… [Small business] 
options just keep disappearing.” 

– Elizabeth Warren, Chair of the TARP  
    Congressional Oversight Panel, May 20108



reproduce North Dakota’s new Children FIRST 
matched college-savings-from-birth program, 
which is funded by the BND.18

Generate new revenue for Massachusetts 
with bank dividends. #e annual dividend 
from a fully-operational Partnership Bank on 
the same scale as the Bank of North Dakota 
could mean as much as $351 million a year for 
Massachusetts’s General Fund, and that doesn’t 
include the interest paid on state deposits.19 
#e Massachusetts Partnership Bank would also 
lead to higher tax receipts as in-state jobs are 
created and neighborhood small business markets 
improve.

Make public funds count. #e strategic re-
organization of the state’s economic development 
programs plus the leverage of a Partnership Bank 
would allow Massachusetts to pull ahead of rival 
states in job creation. Oregon is showing the 
way with a 2011 bill supported by that state’s 
Treasurer, to consolidate economic development 
funds and participate in loans with community 
banks to Oregon’s small businesses.20

WHO’S AFRAID OF INNOVATION?

#e Massachusetts bank study commission gives 
the Commonwealth the opportunity to create 
a modern, scalable fund that drives job growth 
even when the big banks that dominate Massa-
chusetts’ credit markets are pulling back. We can 
put Massachusetts money to work here, support-
ing the entrepreneurs and community banks that 
make Massachusetts go.

Jason Judd is President of Cashbox Partners, a Maryland-based small business, former director of SEIU’s banking cam-
paign, and a consultant to Dēmos.

Heather McGhee is Washington o"ce Director of Dēmos and co-author of “Six Principles for True Systemic Risk 
Reform.”

Research Assistance by Sarah Babbage, Dēmos.

 
STORIES FROM THE MASSACHUSETTS SMALL 
BUSINESS CREDIT CRUNCH

“We’ve got to free up some credit, and mortgage 
companies and banks have got to do a better job of 
allowing people to redo their mortgages… [A Part-
nership Bank] wouldn’t be in competition with our 
small community banks.” 
 
- Massachusetts Senate President Therese      
   Murray February 201010

Rutland: Tim Burr, software company owner, was 
turned down for a $35,000 loan at Bank of America 
and Citibank. “I thought, ‘I can’t believe this!’ #ese 
programs are supposed to help small business during 
tough times. #ey were no help whatsoever.”11 

Swampscott: Carlo and Erin Bacci, owners of #e 
Chocolate Tru%e, wanted to open two more stores 
and buy more supplies in the lead-up to the holidays 
but couldn’t get a loan so they had to sell their house 
to !nance their expansion. “Lately, since the crisis, 
we’ve been cut o". Every time we pay down our 
card, our credit limit gets reduced.”12

Amherst: Nick Seamon, owner of a deli and catering 
company applied for an SBA loan at three or four 
banks over six months and was turned down by all of 
them. His business is 23 years old. “I hear a lot of talk 
about support for small businesses, but I don’t see a 
lot of results on the streets. It’s a lot of talk.”13
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